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Abstract
The Micro, Small, and Medium-Scale Enterprises (MSMEs) constitute a larger part of Nigeria’s economy, yet, they are faced with challenge of limited knowledge of tax administration, which results in their inability to effectively manage and comply to tax. This study therefore investigated the effect of tax literacy on tax yield among Micro, Small, and Medium-Scale Enterprises (MSMEs) in Ondo State, Nigeria. The study employed survey research design in sourcing data primarily through administration of well-structured questionnaire. Population of the study consist 7,899 registered MSMEs in Ondo state. A sample size of 381 MSMEs was drawn from the population, using the Taro Yamane (1967) formula. Reliability and validity tests was carried out on the questionnaire drafted using the Cronbach's Alpha. Descriptive statistics and Structural Equation Modelling (SEM) were used to analyse the collected data. Findings indicated that tax management skill, tax planning strategies, and tax timing knowledge have positive and significant effect on tax yield. The study concluded that enhancing tax literacy among MSMEs will aid their capacity to effectively plan and manage tax, as well as improving timely filling and payment of tax in Ondo State, Nigeria. This study therefore recommends that tax authority should develop a comprehensive tax capacity building framework that will address MSMEs challenge of strategically planning of tax as well as timely filling and remittance of tax to improve tax yield.
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1. Introduction
The problem of insufficient tax revenue to meet government expenditure has long been a concern globally; because countries mostly rely on tax revenues to fund essential services (Utegenova & Rozumova, 2024). Oyedokun et al., (2024) argued that without improvements in tax compliance and revenue generation, the government’s ability to meet its obligations to the public will remain constrained. Hanapi (2022) submitted that among other many factors that hinder effective tax collection around the world, literacy of tax payers about tax affairs seems prominent. In developed regions such as; Europe where tax system is more robust and educational programs on tax awareness are widely implemented, tax literacy levels are comparatively higher (OECD, 2022). Similarly, countries in Asia and South America have made substantial efforts to raise tax awareness among citizens and business owners, which has shown a positive impact on tax revenue collection in these regions (World Bank, 2021). Dejene (2023) argued that developing economies like; Ghana, Nigeria, Cote devour and Zimbabwe have not recorded significant progress in tax revenue generation because of low tax literacy. 
Micro, Small, and Medium Enterprises (MSMEs) are essential to nations’ economic growth because they make substantial contribution to Gross Domestic Product (GDP), employment, and wealth creation (Ellawule et al., 2024). Oyebamiji (2018) argued that among other factors impeding tax compliance by MSMEs, low level of tax literacy further impedes their ability to comply with tax regulations and effectively manage their tax obligations. Many MSMEs lack the financial resources to hire professional accountants or tax consultants, leaving them with limited knowledge to handle tax matters on their own (Akinloye, 2021). Oliver (2024) stated that MSMEs sometimes fail to meet their tax obligations not because they intentionally want to evade tax, but because they lack professional support, adequate understanding of tax system, filing procedures, and potential benefits of being tax compliant. This has led to some of the MSMEs not to be tax compliant and resulting to government losing tax revenue while MSMEs also misses out of the opportunities to benefit from available tax incentives (Ellawule et al., 2024).
Tax literacy encompasses understanding tax regulations, compliance requirements, and the skills necessary to manage tax obligations (Dejene, 2023). In recent years, the Nigerian government has initiated programs to improve tax literacy among MSMEs, including workshops, seminars, and online resources (Federal Inland Revenue Service, 2023). Oyedokun et al., (2024) stated that these efforts aimed at creating tax awareness and equipping MSME owners with basic tax knowledge that will enable them to become tax compliant. However, despite the effort to ensure MSMEs understand their tax obligations, become tax aware and have tax knowledge through the tax awareness programs being pushed by the government, some MSMEs still make incorrect remittances, file tax return late, while others evade tax completely because they lack relevant knowledge required to manage their tax (Uzor, 2019). Therefore, there is need to test if tax literacy program being conducted by the government through the tax authorities have been able to equip MSMEs owners and their accountants with effective tax management skills, tax planning strategies, and tax timing knowledge crucial to ensuring that MSMEs fulfill their tax responsibilities by filing accurate and timely tax return thereby enhancing tax yield.
Previously, some studies have been carried out to examine the impact of tax literacy on tax compliance. Oliver (2024) examined tax literacy and tax compliance of some selected micro business in Cabuyao city and result from the study showed that tax education and simplifying tax processes will improve compliance rates among microbusinesses. Also, Avisa and Muslimin (2024) examined the influence of tax rates, tax understanding, and tax sanctions on taxpayers’ compliance among MSMEs in Indonesia. Finding from the study indicated that tax understanding has a positive and significant impact on MSME taxpayer compliance. It is believed that these studies’ sample size of 44 and 33 respectively, is insignificant enough to draw appropriate conclusions on how tax literacy affects tax compliance among MSMEs. Therefore, it is considered necessary that more research be done to increase the sample size and number of respondents in order to collect a more robust information that will cover the viewpoints of more players in the MSME sector.
Ebimobowei and Doubara (2024) engage in a research work that explore the effect of tax payers’ knowledge on voluntary tax compliance in Nigeria. Findings from the study revealed that there is positive and significant relationship between general tax knowledge and voluntary tax compliance of informal sector operators in Bayelsa State, Nigeria. Evidence from prior studies have shown that researchers have mostly concentrated on using proxies like tax knowledge, tax awarenesses and tax understanding to examine the effect of tax literacy on tax compliance with varying results. Inspite the importance of variables like tax payer’s tax management skills, tax planning strategies and tax timing knowledge, previous studies are yet to examine their effects on tax revenue yield. There is need to investigate these variables because unlike the listed and more structured companies that always have tax planning strategy in place and have effective tax management skills as well as adequate tax timing knowledge, MSMEs are still lagging behind in enjoying different tax reliefs that could have reduced their tax liability while some due to lack of appropriate tax timing knowledge, engage in late filing of tax return, which exposes them to fines and penalties. Hence, investigating the effects of MSMEs tax management skills, tax planning strategies and tax timing knowledge on tax yield, this study will offer novel insights.
Therefore, this study will add more value to the existing body of knowledge as it has empirically examined tax literacy and tax yield among MSMEs in Ondo State, Nigeria. Literature review; data analysis; discussion of findings, conclusion and recommendation are the sequence in which the remaining sections of this study are organized. 
2. Literature Review
2.1 Conceptual Review
This section covers tax yield, tax literacy, tax management skills, tax planning strategies, and tax timing knowledge.
2.1.1 Tax Revenue Yield 
[bookmark: _Hlk185787997]A key element of public finance is tax yield, which is the total amount of money that governments receive from taxes (Ahmed & Umar, 2023). It is a vital indicator of a nation's financial stability and capacity to pay for infrastructure and public services. Sani and Ezekiel, (2022) argued that a strong tax yield is a sign of an effective tax structure that raises money without placing undue strain on economic actors. However, a wide range of factors, such as the economy's structure, administrative effectiveness, enforcement strategies, and citizen tax compliance, contribute to differences in tax yield between nations and regions (Adanlawo & Vegi-Magigaba, 2022). Rashid et al., (2022) stated that policymakers who want to maximize revenue collection and improve fiscal sustainability must have a thorough understanding of the factors that influence tax yield. Economic development, tax policy design, and the administrative prowess of tax authorities are some of the important factors that influence tax yield. Since greater income levels generally result in more taxable transactions and profits, economic growth increases tax collection by broadening the tax base (Gwangdi, & Garba, 2021). The structure and rates of taxes, as well as tax policy, are important factors. By focusing on higher-income categories without placing an undue burden on low-income earners, progressive tax regimes with well-designed rates typically improve revenue collection. Additionally, optimizing tax return depends on administrative efficiency in tax collecting, which includes technology utilization, transparency, and corruption control (Oladipo et al., 2022).
Furthermore, cultural perspectives on taxes and sociopolitical stability influence tax yield. For example, because people view paying taxes as a contribution to the welfare of the group, nations with higher levels of trust in their governments typically have higher rates of tax compliance (Rashid et al., 2022). Ahmed & Umar, (2023) similarly argued that the degree to which tax evasion is discouraged depends on institutional elements, such as legal frameworks and enforcement systems. Addressing behavioral factors offers an additional way to increase tax collection, even though administrative and economic factors are still crucial. Thus, a holistic approach that integrates policy, administration, and education is essential for optimizing tax yield




2.1.2 Tax Literacy
[bookmark: _Hlk185788039][bookmark: _Hlk185788028][bookmark: _Hlk185788059][bookmark: _Hlk185788078]The knowledge, awareness, and abilities needed to comprehend one's tax responsibilities, rights, and how taxes affect the country's financial security are together referred to as tax literacy (Ouyang et al., 2023). It includes the capacity to understand tax laws, filing protocols, compliance standards, and the consequences of tax evasion. Abbas et al., (2021) stated that understanding the larger fiscal system, including how taxes finance public goods and services, is part of tax literacy, and this goes beyond simply knowing tax rates and filing dates. According to Carsamer and Abbam (2023), raising tax literacy can encourage a culture of voluntary compliance while enabling people and businesses to make wise financial decisions. Okunogbe and Santoro (2023) provides that effective tax literacy is essential for both governments and taxpayers because, it lowers tax filing errors and improves compliance for both individuals and businesses. Additionally, it ensures that residents are aware of their role in contributing to public money, which promotes equal involvement in national development. Because voluntary compliance reduces the need for intensive auditing and litigation, governments benefit from high tax literacy levels in terms of administrative hassles and enforcement costs (Aremu & Siyanbola, 2021). Furthermore, Okunogbe and Santoro (2023) stated that those who understand taxes are better able to understand the connection between taxes and public spending, which boosts tax system confidence and enhances revenue collection.
Taxpayers are more inclined to voluntarily being tax compliant when they are aware of their responsibilities and the advantages of taxes to society, which expands the tax base and boosts tax revenue collection (Umar & Masud, 2020). Aremu and Siyanbola (2021) argued that instructional programs, such as workshops and campaigns, raise tax compliance and literacy rates and governments that sponsor tax literacy initiatives can maximize revenue generation, which is essential for financing social services, public infrastructure, and economic growth.

2.1.3 Tax Management Skills
The knowledge and skills needed by both people and corporations to maximize their tax obligations in a legal and efficient manner while adhering to tax regulations are collectively referred to as tax management skills (Maryam, 2022). These abilities include keeping proper financial records, comprehending relevant tax laws, accurately filing tax returns, and, when appropriate, tax incentives or deductions where necessary (Salehi et al. 2022). Al-Maliki et al. (2022) argued that government at various levels may promote a more open and collaborative tax environment and lessen miscommunications and opposition to the tax process by providing tax payers with avenues to acquire strong tax management skills. Al-Maliki et al., (2022) stated that effective tax management skills give taxpayers the ability to better plan their finances, avoid needless fines, and efficiently manage cash flow. It should be noted also that having competent taxpayers will help to lower tax avoidance and evasion while promoting a voluntary compliance culture (Maryam, 2022).
Research has shown that when taxpayers have a clear understanding and ability to annex tax requirements and benefits to their advantage, they are more likely to comply willingly, thereby enhancing overall tax compliance rates (Oladipo et al., 2022). Additionally, as taxpayers who are proficient in tax management are less likely to underreport or improperly handle their tax responsibilities, governments gain from lower enforcement expenses (Salehi et al. 2022). Maryam (2022) posited that increasing government revenue requires the expertise of tax payers in tax management; therefore, more avenue should be given to taxpayers to upskill their tax management skills through various channels like training, seminar and workshop that will help to boost tax yield. 

2.1.4 Tax Planning Strategies
The strategic examination and organization of a financial situation to guarantee tax efficiency is known as tax planning (Appah, 2022). Ebubechukwu and Obada (2021) explained that it entails a thorough analysis of present tax liabilities as well as the investigation of legally acceptable strategies to lower the total tax obligation. Individuals and companies seek to maximize their financial resources while adhering to relevant regulations by utilizing tax laws, credits, and deductions (Appah, 2022). The nature and size of the organization, its financial objectives, and the tax environment in which it operates can all have a substantial impact on tax planning strategy (Ebubechukwu & Obada, 2021). These strategies are especially important for commercial entities because they guarantee tax law compliance, which lowers the possibility of fines, and they enable better cash flow management. For businesses, having a robust tax planning strategy is critical to sustainable operations and growth, this is because effective tax planning allows businesses to allocate resources efficiently, maximize after-tax income, and gain a competitive advantage (Angelina & Darmawan, 2021). Irmiya et al., (2024) further argued that a well-structured tax strategy helps mitigate the risks of non-compliance, which can lead to audits, penalties, or reputational damage. Which is beneficial to long-term financial stability, as tax planning aligns tax payments with cash flow cycles and ensuring that liabilities are met without straining operational funds. Moreover, tax planning contributes to strategic decision-making by highlighting tax implications for investment opportunities, mergers, or expansions, thus aiding in informed financial planning (Irmiya et al., 2024).
Angelina & Darmawan, 2021 states that effective tax planning strategy primarily benefits businesses and individuals tax payers, it also has the potential to increase government tax revenue. When businesses adopt strong tax planning strategies, they are more likely to comply with tax laws and regulations, thereby reducing the likelihood of evasion or avoidance (Irmiya et al., 2024). Additionally, a predictable tax environment, supported by clear planning strategies, encourages businesses to expand and invest, which ultimately increases taxable income bases. Such growth fosters economic development, broadens the tax net, and reinforces government revenue streams (Ebubechukwu & Obada, 2021).
2.1.5 Tax Timing Knowledge
[bookmark: _Hlk185788845][bookmark: _Hlk185789243]Tax timing knowledge refers to a taxpayer’s understanding of the appropriate periods and deadlines for reporting income, claiming deductions, and fulfilling tax obligations (Irefe-Esema & Akinmade, 2021). This knowledge is crucial for ensuring compliance with tax laws and avoiding penalties. Taxpayers with accurate tax timing knowledge can make informed decisions regarding the deferral or acceleration of income, depending on the potential impact on their overall tax liability (Onuselogu & Onuora, 2021). For instance, an individual might defer income to a subsequent year with lower tax rates or accelerate deductible expenses into a higher-taxed year to optimize their tax outcomes. Modupeola et al, (2024) posited that without proper tax timing knowledge, taxpayers are more likely to miss deadlines, incur penalties, or overpay taxes due to inefficient financial timing. The importance of tax timing knowledge extends beyond individual compliance to broader economic benefits, from a taxpayer's perspective, understanding when to file returns and make payments helps reduce stress and enhances trust in the tax system (Awai & Oboh, 2020). From the government's perspective, educated taxpayers contribute to smoother revenue collection processes. Timely payments ensure a predictable cash flow for government operations, while reduced instances of late filings decrease administrative costs associated with audits and enforcement.
Awai and Oboh, (2020) argued that understanding tax timing has the potential to impact tax payments through enhancing tax compliance and reducing tax avoidance or evasion. Also, with adequate knowledge on tax timing, tax payers are likely to be more engaged in the tax system by reporting all taxable income as well as taking appropriated tax deductions (Onuselogu & Onuora, 2021). Modupeola et al, (2024) argued that taxpayers who are knowledgeable are also less likely to engage in controversies or be noncompliant, this implies that means that tax administrators will not need to incur litigation costs on tax disputes, and it also promote trust and accountability within the system. For this reason, there is need to improve on campaigns seeking to increase taxpayer understandings of tax timings as this is likely to bring about higher tax returns for the government (Irefe-Esema & Akinmade, 2021)
2.2 Theoretical Review 

2.2.1 Theory of Reasoned Action 

According to Icek Ajzen and Martin Fishbein's Theory of Reasoned Action (TRA), a person's action is dictated by their intention to carry out a certain behavior, which is impacted by their attitudes toward the behavior and subjective norms (Ajzen & Fishbein, 1980). Subjective norms are the perceived societal pressure to engage in or refrain from engaging in the action, whereas attitudes are the individual's positive or negative assessments of the behavior. Ajzen, (1991) the theory makes the assumption that people behave rationally and weigh the consequences of their choices before acting. The TRA has been used extensively to forecast and comprehend behavioral patterns in a variety of fields, such as marketing, education, and health. TRA was built on the assumption that individuals are free to choose their behaviors and make rational and reasoned decisions (Ajzen, 1991). It is also considered that individuals would have relevant information and the ability to think through their actions and the consequences. 
Berlina et. al., (2023) used the theory to examine perception of respondents on the importance of tax and their reaction to being tax compliant. The study showed that the behaviour of tax payer to tax matter is majorly controlled by their believe and the opinion of their society about the action to be taken. McLellan et al., (2011) while investigating social learning process of child behaviour in support of the theory’s assumption, argued that learning takes place through surveying, emulation, and modelling which are influenced by several factors such as motivation, attitudes, and emotions as laid down by the theory. The theory has been criticized based on the fact that it does not offer good explanation of the behavior performed due to habit or emotion. Also, TRA is less useful in predicting behaviors performed without intention, for example, fashion or routine
However, one of the key factors influencing tax compliance behavior is tax literacy, or knowledge of tax laws and duties. Tax literacy is expected to give MSMEs the information they need to weigh the advantages of their responsibility of filing taxes and comprehend what society expects of them in terms of compliance, which can influence their attitudes to tax. Thus, in the context of this study, the theory serves as the underpinning factor for asserting that tax literacy may provide MSMEs with motivation needed to become tax compliant, thereby prompting the desired behavioral action that will impact tax yield positively.

2.3 Empirical Review 
Kojo et al. (2020) examined how tax knowledge affected Ghanaian small and medium-sized businesses' tax compliance. A structured questionnaire was distributed to 130 managers of small business companies (SMEs) in Ghana's Nkawkaw Municipality in order to collect data. A structural equation modelling approach was used to analyse the gathered data. Findings from the study revealed that tax payers’ awareness on tax rights, responsibilities, and sanctions have a positive and significant relationship with tax compliance. The study examined Ghanaians tax payers’ awareness about tax right, responsibilities and sections on voluntary compliance without addressing the broader fiscal outcomes, such as tax yield or revenue generation. Also, the study operationalise tax knowledge with legal and procedural components while this study operationalise tax literacy with tax management skill, tax planning strategy, and tax timing knowledge with focus on testing their effects on the fiscal outcomes of tax using tax yield.
Aremu and Siyanbola (2021) investigated the impact of tax education on tax compliance in the informal sector of Ogun state Nigeria. The study made use of survey design to collect primary data from population of 2465 professional/technical association covering the various sub-sectors within the six economic zones in Ogun State. Taro Yamane formula was used to draw a sample size of 310 from the population. Results from the study showed that tax education significantly improves taxpayer registration and timely tax return submission. The study proxied tax education with general tax knowledge, public information programs, and stakeholder sensitization while this study proxy tax literacy with management skills, tax planning strategies, and tax timing knowledge, which are essential factor that contributes tax payers’ ability to be tax compliance.
Oyedokun et al. (2023) carried out a study that examine the impact of tax knowledge and compliance cost on tax compliance among small scale enterprises in Oyo state. Descriptive survey design was adopted and data were collected through administration of structured questionnaire sample size of 625   members of staff of pure water factory in the area covered by the study. descriptive and inferential statistics were used in the analysis data collected through Statistical Package for Social Sciences (SPSS). The results demonstrated that tax compliance and tax knowledge of small business owners in Oyo State are strongly positively correlated, and that the legal framework, tax knowledge, and compliance cost of small business owners have a significant relative impact on tax compliance in the sachet water industry. The study focused on pure water factory in Oyo state, which is just a subset of MSME. This study on the other hand, was not limited to a subset of MSMEs, but targets all registered MSMEs in Ondo State.
[bookmark: _Hlk185005303]Berlina et al. (2023) carried out a multi-ethnic analysis of the impact of tax education on tax compliance across the five ethnic groups in Indonesia. Questionnaires were distributed to all 372 Universitas Terbuka students in order to collect data. The Smart PLS program was used to analyse the data, and regression analysis was used to evaluate hypotheses. The results of the analysis showed that tax education had a significant impact on tax compliance for all of the ethnic groups (Sundanese, Batak, Malay, Minang and Javanese) that were covered in the study. The study’s focus remains confined to an academic context by analysing how tax educational interventions among students could shape future tax attitudes. This study therefore investigated how practical tax management practices among registered MSMEs in Ondo State can directly enhance tax yield.
Ebimobowei and Doubara (2024) examined the effect of tax payers’ knowledge on voluntary tax compliance in Nigeria. With a population of 30,450 operators in the informal sector within the state, the study used a cross-sectional survey research methodology. A stratified sampling technique was used to choose 900 participants who answered the Questionnaires that provided the primary data that was used for the study. Univariate, bivariate, and multivariate analysis were used in analysing the data that was gathered. Their study's findings showed a strong and favorable correlation between informal sector operators' voluntary tax compliance and general tax awareness in Bayelsa State, Nigeria. While the study operationalizes tax knowledge in terms of general, procedural, and legal dimensions, this study proxies tax literacy using practical, operational dimensions like; tax management skills, tax planning strategies, and tax timing knowledge.
Avisa and Muslimin (2024) sought to assess how tax rates, tax understanding, and tax sanctions affected Indonesian MSMEs' compliance with tax law. Quantitative research method was adopted in the study. The population of the study consist of all MSME’s in the area covered by the study while primary data was collected through the use of structured questionnaire. Purposive sampling was employed to draw 44 MSMEs with an Nomor Pokok Wajib Pajak (NPWP) number as sample. Multiple linear regression analytic approaches were used in analysing data collected. Findings revealed that while tax rates have a negative effect on MSME taxpayer compliance, while tax understanding and tax sanction have positive effect on tax compliance. The study examined how tax rates, tax understanding, and tax sanctions affects MSME’s compliance but does not explore broader dimensions of tax literacy, particularly the aspects of tax management skills, tax planning strategy, and tax timing knowledge that could influence overall tax output in term of revenue generated. 
Oliver (2024) evaluated the effect of tax education on tax compliance of micro business in Cabuyao city of Philippines. The study adopted quantitative research and descriptive correlational design. Simple random sampling technique was used to draw 33 respondents from the microbusiness specifically auto parts and motor parts businesses located in Cabuyao City while data collected were analysed using descriptive statistics and correlational analysis. Finding from the study revealed that tax education and simplifying of tax processes have positive and significant effect on tax compliance rates among microbusinesses in Cabuyao city. The study targeted auto parts and motor parts businesses, which is just a sector among various sectors that exist in MSME. Thus, their opinion may not totally represent opinions of other sectors in the MSMEs. This study therefore covered all registered MSMEs in Ondo State, in order to have information that represent opinions of various sectors in the MSMEs.
2.4 Gap in Literature
A notable conceptual gap in tax literacy among MSMEs is brought to light by this study. Kojo et al. (2020) examined how tax knowledge impact tax compliance, Oyedokun et al. (2023) concentrate on how basic and legal tax knowledge effects tax compliance. Likewise, Aremu and Siyanbola (2021) investigated how tax education impact tax registration and tax filing of tax payers, while Ebimobowei and Doubara (2024) and Avisa and Muslimin (2024) examined effect of tax payers’ knowledge on voluntary tax compliance in Nigeria and how tax rates, tax understanding, and tax sanctions affects MSMEs' tax compliance respectively. Based on previous literatures that have been reviewed, it is important to note that some of the critical challenges that MSMEs face in respect to tax filling and remittance have not been examined. Some of the MSMEs does not have necessary knowledge and resources needed to navigate tax systems and regulations, which at many times leads to underreporting or non-payment of taxes by MSMEs. Improving tax management skills of MSMEs through education and awareness support, may better equipped them to comply with relevant tax laws, have the capacity to report their tax filing accurately, and contribute to tax revenues.
However, among the challenges faced by MSMEs that has not been investigated by reviewed literatures is MSMEs’ limited understanding of tax-saving alternatives, which results to failure to make use of available legal tax reliefs that can help in reducing MSMEs tax liabilities. The ability of MSMEs to adopt efficient tax planning approaches through engagement in tax training activities may equip them with tools to lawfully lower their tax burden, encourage improved financial practices, and foster a compliance culture. It is also important to note that other studies have not examine the struggles of MSMEs in the area of comprehending the appropriate timing for tax filing and payment deadlines, which often times results to awarding of penalties and fines for late filling and missed deadlines for payment of taxes. Thus, MSMEs' in depth understanding of tax timing might promote improved adherence to tax schedules, safe MSMEs from unwarranted penalties, and ensure that taxes are paid on time to boost tax yield.
In order to bridge the identified gaps, this study have proxies tax literacy of MSMEs in Ondo state with tax management skills, tax planning strategies and tax timing knowledge. Also, instead of looking at effects of tax literacy on compliance like other studies have done, this study examined the impact of tax literacy on tax yield.

This research aims to explore the effect of tax literacy on tax yield, particularly among MSMEs in Ondo State, Nigeria.
The following formulated null hypotheses therefore tested:
Ho1: MSMEs tax management skill does not have significant effect on tax yield in Ondo State.
Ho2: MSMEs tax planning strategy does not have significant effect on tax yield in Ondo State.
Ho3: MSMEs tax timing knowledge does not have significant effect on tax yield in Ondo State.

3. Methodology
Survey research design was adopted in this study because there is no already available data and the study intends to gather information from opinions of people operating in the MSMEs sector. Primary data were sourced through administration of a well-structured questionnaire to Owners and Managers of the MSMEs. The population of the study comprised of 7899 registered Micro, Small, and Medium Enterprises (MSMEs) in Ondo state according to the (Small and Medium Enterprises Development Agency of Nigeria (SMEDAN) report (2020). A sample size of 381 MSMEs was drawn from the population, using the Taro Yamane (1967) formula. The reliability and discriminant validity tests of the questionnaire drafted was tested using the Cronbach's Alpha. The descriptive statistics and Structural Equation Modelling (SEM) were employed in analysing the data collected.
The sample size using Taro-Yamane formula at 5% error margin is presented as follow;
n= N/ (1 + N(e)2); Where: n= sample size, N= population under study, e= margin of error.
























The result of the tests is shown in list 1 and 2 respectively.
list 1: 
Cronbach's Alpha Reliability Test.
	Variables
	Indicators
	Factor loadings
	Cronbach Alpha
	Composite reliability
	Average Variance Extracted
	No of Items

	Tax Management Skill

	TXMS1
	0.614
	0.531
	0.736
	0.535
	5

	
	TXMS2
	0.31
	
	
	
	

	
	TXMS3
	0.603
	
	
	
	

	
	TXMS4
	0.605
	
	
	
	

	
	TXMS5
	0.602
	
	
	
	

	
	TXMS6
	0.633
	
	
	
	

	
	TXMS7
	0. 423
	
	
	
	



	Tax Planning Strategy

	TXPS1
	0.428
	0.488
	0.722
	0.514
	4

	
	TXPS2
	0.631
	
	
	
	

	
	TXPS3
	0.566
	
	
	
	

	
	TXPS4
	0.652
	
	
	
	

	
	TXPS5
	0.551
	
	
	
	

	
	TXPS6
	0.604
	
	
	
	

	
	TXPS7
	0.611
	
	
	
	



	Tax Timing Knowledge

	TXTK1
	0.641
	0.493
	0.741
	0.532
	5

	
	TXTK2
	0.581
	
	
	
	

	
	TXTK3
	0.657
	
	
	
	

	
	TXTK4
	0.533
	
	
	
	

	
	TXTK5
	0.621
	
	
	
	

	
	TXTK6
	0.604
	
	
	
	

	
	TXTK7
	0.613
	
	
	
	



	Tax Yield

	TXY1
	0.612
	0.624
	0.756
	0.546
	6

	
	TXY2
	0.614
	
	
	
	

	
	TXY3
	0.625
	
	
	
	

	
	TXY4
	0.621
	
	
	
	

	
	TXY5
	0.611
	
	
	
	

	
	TXY6
	0.633
	
	
	
	


Source: Researcher’s Computation (2025)

All questions raised for tax yield (TXY) have factors loading above the threshold of 0.6 and were all included in the analysis.  Also, for Tax Management Skill (TXMS), question 2 and 7 have factors loading lower than the threshold and were excluded from the analysis. For tax planning strategy (TXPS), item 1,3 and 5 have factors loading below the threshold and were removed from the partial least square analysis. Whereas, questions raised on tax timing knowledge (TXTK), item 2 and 4 was removed for not meeting the threshold of 0.6, while the remaining items were tested for internal consistency. All the variables have composite reliability that is above the 0.7 required threshold. The convergent validity is measured using the average variance extracted (AVE) and it shows that convergence for the variables is valid as none is less than 0.50 as suggested by Fornell and Larcker (1981) and Bagozzi and Yi (1998).

list 2 	
Discriminant Validity	
	Study Variables
	Tax Management Skill
	Tax Planning Strategy
	Tax Timing Knowledge
	Tax
 Yield

	Tax Management Skill
	0.721
	
	
	

	Tax Planning Strategy
	0.551
	0.688
	
	

	Tax Timing Knowledge
	0.481
	0.522
	0.694
	

	      Tax Yield
	0.526
	0.485
	0.593
	0.634


Source: Researcher’s Computation (2025)

list 2 shows the results of the discriminant validity calculation, which is based on the square root of AVE in each latent variable and is derived using the Fornell-Larcker Criterion. This test is crucial for confirming the extent of unreliability between assessments of various qualities in order to avoid multicollinearity problems. The values are anticipated to exceed the latent variables' correlation values. According to the results, which are displayed in list 2, the correlation value between the tax management skill (TXMS), tax planning strategy (TXPS), tax timing knowledge (TXTK), and tax yield (TXY) is 0.721, which is higher than the overall correlation value. Furthermore, the connection between tax planning strategy and tax yield is 0.688, which is larger than that of tax timing knowledge and tax planning strategy. The correlation value for tax timing knowledge is 0.694, which is higher than the correlation between tax timing knowledge and tax yield, according to the data. The correlation coefficient for tax yield is 0.634.









4.	Data Analysis and Discussion of Findings
Table 1: 	
Background Information of Respondents
Demographic Information		Frequency		Percentages 		Cumulative
Age of Business
 5-10Years 				113			31.04			31.04
11-15 Years 				121       		33.24      		64.28
16-20 Years				82			22.53			86.81
21 and above				48			13.19			100.00
Education Level of Owner/Manager 
SSCE					28      			 7.69			7.69
OND/HND	          		           134			36.82       		44.51
B.Sc 					153			42.03			86.54
M.Sc/Ph.D				49			13.46			100.00
Is your Business registered with (ODIRS) 
Yes					303	       		83.24			83.24
No	 				61 			16.76       		100.00
How will you rate your awareness about tax 
Very Aware				138       		37.91       		58.91
Fairly Aware				140       		38.46       		71.27
Not Aware				86       			23.63   		100.00
Source: Researcher’s Computation (2025)	
4.1	Background Information of Respondents
The background information shows that 113 of the respondents representing 31.04 percent of the total respondent’s business age is between 6-10 years. Also, 121 respondent’s representing 33.24 percent of the total respondent’s business age is 11-15 years while 82 of respondents with 22.53 percent have 16-20 years business experience and the remaining 48 respondents, representing 13.19 percent have been in business for 21 years and above. This implies that larger percentage of the respondents have been in business for a good number of years.
We observed that 28 of the respondents representing a 7.69 percent of the total respondents have SSCE while 134 respondents representing 36.82 percent hold OND/HND. Also, 153 respondents, representing 42.03 percent of the respondents possess Bachelor Degree (B.Sc) and 49 respondents with 13.46 percent hold M.Sc/Ph.D. This implies that majority of the respondents have sufficient knowledge needed to understand the questions asked. Lastly on the table, it is observed that the administration was fairly distributed. 
Furthermore, 303 of the respondents indicated that their businesses are registered with ODIRS while 61 of the respondents indicated that they are not registered with ODIRS, representing 83.24 and 16.76 percent respectively. This implies that more of the MSME’s in Ondo state are registered with ODIRS. Lastly, 138 of the respondents indicated that they are very aware about tax while 140 indicated that they are fairly aware about tax and the remaining 86 respondents indicated that they are not aware about tax which represents 37.91 percent, 38.46 percent and 23.63 percent respectively. This showed that majority of the respondents are aware about tax.

Table 2: 
Descriptive Statistics of Study Variables.
 Variables	TXY		TXMS		TXPS		TXTK   		
OBS		364		 364		 364		 364
Mean		4.219780 	 4.109801 	 4.129121 	4.167582
S.D.		0.5491645	0.5279128	0.5305984	0.5315793
C.V		0.1295199	0.1253946	0.1263329	0.1319294
Min		3	 	   2		    2	                3
Max		5	     	   5		    5		    5
Sum		1536		1496		1503		1517
Skewedness	-0.3142471	-0.2622414	-0.2985473	-0.3742219
Kurtosis	5.324468	4.548511	4.841248	5.116132
Source: Researcher’s Computation (2025)  
4.2	Descriptive Statistics
Respondents’ opinion about tax management skill, tax planning strategy, tax timing knowledge and tax yield are presented in Table 2. The descriptive statistics revealed that the average response of respondents regarding tax yield (TXY) from MSMEs in Ondo states is 4.219780, signifying their agreement to the questions raised to a high extent. The standard deviation value of 0.5491645 indicated that responses from respondents concerning tax yield varies moderately considering its distance from the mean value and showing 12.95 coefficient of variation, with the maximum value of 5 and minimum value of 3. The sum of the responses for tax yield (TXY) is 1536. The responses showed a negative skewed and abnormal distribution having skewness of -0.3142471 and the kurtosis value 5.324468 indicating that the response is abnormally distributed. 
The descriptive statistics revealed that the average response of respondents regarding tax management skill (TXMS) among MSMEs in Ondo states is 4.109801, signifying their agreement to the questions raised to a high extent. The standard deviation value of 0.5279128 indicated that responses from respondents concerning tax yield varies moderately considering its distance from the mean value and showing 12.53 coefficient of variation, with the maximum value of 5 and minimum value of 2. The sum of the responses for tax management skill (TXMS) is 1496. The responses showed a negative skewed and abnormal distribution having skewness of -0.2622414 and the kurtosis value 4.548511 indicating that the response is abnormally distributed. Also, from the table, it is observed that the average response of respondents regarding tax planning strategy (TXPS) among MSMEs in Ondo states is 4.129121, signifying their agreement to the questions raised to a high extent. The standard deviation value of 0.5305984 indicated that responses from respondents concerning tax yield varies moderately considering its distance from the mean value and showing 12.63 coefficient of variation, with the maximum value of 5 and minimum value of 2. The sum of the responses for tax planning strategy (TXPS) is 1503. The responses showed a negative skewed and abnormal distribution having skewness of -0.2985473 and the kurtosis value 4.841248 indicating that the response is abnormally distributed.
[bookmark: _heading=h.2s8eyo1]Finally on Table 2, the descriptive statistics showed that the average response of respondents regarding tax timing knowledge (TXTK) among MSMEs in Ondo states is 4.167582, signifying their agreement to the questions raised to a high extent. The standard deviation value of 0.5315793 indicated that responses from respondents concerning tax yield varies moderately considering its distance from the mean value and showing 13.19 coefficient of variation, with the maximum value of 5 and minimum value of 3. The sum of the responses for tax timing knowledge (TXTK) is 1517. The responses showed a negative skewed and abnormal distribution having skewness of -0.3742219 and the kurtosis value 5.116132 indicating that the response is abnormally distributed.
 
[bookmark: _heading=h.26in1rg]Table 3: 
Correlation Analysis of the Study Variables
	[bookmark: _heading=h.lnxbz9]Variables
	Spearman’s rho
	Tax Yield
	Tax Management Skill
	Tax Planning Strategy

	Tax Timing Knowledge 


	Tax Yield
	Coefficient 
Sig. (2-tailed)
	1.000
  - 
	
	
	

	Tax Management Skill
	Coefficient 
Sig. (2-tailed)
	0.3246*
0.0000
	1.000
  - 
	
	

	Tax Planning Strategy
	Coefficient 
Sig. (2-tailed)
	0.3455*
0.0000
	0.3031*
0.0000
	1.000
  - 
	

	Tax Timing Knowledge 

	Coefficient 
Sig. (2-tailed)

	0.3801*
0.0000
	0.3124*
0.0000

	0.3011*
0.0000

	1.000
  - 



Source: Researcher’s Computation (2025)

4.3	Correlation Analysis
[bookmark: _Hlk201484806][bookmark: _Hlk201484824][bookmark: _Hlk201484847][bookmark: _Hlk201484888]The correlation results shows that tax yield (TXY) have positive relationship with tax management skill (TXMS) and the relationship is significant in such a way that one time improvement in tax management skill (TXMS) will increase tax yield (TXY) by 32.46 percent. This is evidenced by coefficient of 0.3246* and P-value of 0.0000. The correlation results shows that tax yield (TXY) have positive relationship with tax planning strategy (TXPS) and the relationship is significant in such a way that one time improvement in tax planning strategy (TXPS) will increase tax yield (TXY) by 34.55 percent. This is evidenced by coefficient of 0.3455* and P-value of 0.0000. Likewise, it is observed from Table 3 that tax yield (TXY) have positive relationship with tax timing knowledge (TXTK) and the relationship is significant in such a way that one time improvement in tax timing knowledge (TXTK) will increase tax yield (TXY) by 38.01 percent.
This is evidenced by coefficient of 0.3801* and P-value of 0.0000. It is further observed that the relationship between the independent variables that were used in measuring tax literacy have positive relationships with each other and each of the relationships is not strong enough to cause one of the variables to stand in for the other.

[bookmark: _Hlk199505895]
Table 4: 
Tax Literacy and Tax Yield.
	[bookmark: _heading=h.44sinio] Constructs
	Path Co-efficient
	T- Statistics
	 P- Values 

	Tax Management Skill -> Tax Yield
	0.169
	2.843
	0.005

	Tax Planning Strategy -> Tax Yield
	0.235
	3.411
	0.005

	Tax Timing Knowledge -> Tax Yield
	0.273
	3.885
	0.000

	 

	R Square
	R Square Adjusted
	        Q2  

	Tax Yield
	  0.481
	       0.466
	      0.421

	
	F-Square (Effect Size)
	Model_ Fit Summary

	Tax Management Skill 
Tax Planning Strategy
Tax Timing Knowledge
	0.062
0.084
0.073
	                         SRMR  -   0.083
                         NFI  -       0.722
                          RMSE –  0.746


Source: Researcher’s Computation (2025)














Figure 1: Partial Least Square Structural Equation Modelling the Effect of Tax Literacy on Tax Yield Among MSMEs in Ondo State, Nigeria.
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[bookmark: _heading=h.35nkun2]Source: Researcher’s Computation (2025) SMART-PLS4
4.4 Tax Literacy and Tax Yield   
  Findings from figure 1 and table.4 indicates that tax yield (TXY) have 46.6 percent variance explained by tax literacy and this can be regarded as high variance. The model is considered to be of good fit as the standardized root mean square residual (SRMR) value of 0.083 is not above 0.1 and the normed fit index (NFI) of 0.722 is close to 1 (Hensele at al., 2014;). The contribution of each attribute to the R-square was indicated by the effect size (F-Square) and it is observed that tax management skill (TXMS) has the weakest magnitude having value of 0.062 which is below 0.1 recommended by Cohen (1988) and the implication is that if other exogenous variable is held constant while tax management skill (TXMS) is removed, r-square will vary by 6.2 percent. It is however observed that if other exogenous variables are held constant while tax timing knowledge (TXTK) is removed, it will cause r-square to vary by 7.3 percent which can be referred to as a weak magnitude of influence. It is also observed that if other exogenous variables are held constant while tax planning strategy (TXPS) is removed, it will cause r-square to vary by 8.4 percent which can also be referred to as a weak magnitude of influence.
[bookmark: _heading=h.1ksv4uv]Considering the predictive relevance of each exogenous variable in the model as indicated by Q2 shows that the model has predictive relevance since the value is greater than 0. From Table 4. The P-value of all constructs showed in fig.1 indicates a significant influence in the analysis as it is less than ≤0.05. It is indicated that  tax management skill (TXMS has direct positive and significant influence on tax yield (TXY) showing coefficient of 0.169; t-statistics of 2.843and P-value of 0.005.  The implication of this is that possession of tax management skill by MSMEs will enable them to keep proper financial record and file appropriate tax return, which implies that there will be higher tax yield from MSMEs in Ondo state. Also, it was observed that tax planning strategy (TXPS) has positive and significant influence on tax yield (TXY) showing coefficient of 0.235; t-statistics of 3.411and P-value of 0.005. The implication is that having a tax planning strategy will enhance MSMEs to organize their tax processes to ensure tax compliance and integrate tax deadlines into their business’s operational goals, which will improve MSMEs tax compliance and contribute to increasing in tax yield. 
Furthermore, it is observed in Table 4 that tax timing knowledge (TXTK) has positive and significant influence on tax yield (TXY) showing coefficient of 0.273; t-statistics of 3.885 and P-value of 0.000. The implication is that effective tax timing knowledge by MSMEs will equip them with the ability to plan their business financial activities to align with tax submission deadlines and adhere to key tax filing and payment deadlines, which will enable generation of adequate tax yield to the government purse as at when due and reduce administrative cost that will be incurred in scooping in late filling and payment of tax. In conclusion, it is evident that the tax audit can significantly affect tax revenue yield. All the variables having p-value lower than 5 percent indicates that the null hypothesis that tax literacy has no significant effect on the tax yield in Ondo state, Nigeria is hereby rejected. 
Based on the empirical result from this study, it evident that tax literacy positively affects the tax yields among MSMSEs in Ondo State. This study’s results align with Kojo et al. (2020) examined how tax knowledge impact tax compliance and findings from the study revealed that tax payers’ awareness on tax rights, responsibilities, and sanctions have a positive and significant relationship with tax compliance. It is also observed to have aligned with the result of Oyedokun et al. (2023) concentrate on how basic and legal tax knowledge effects tax compliance. Which found out that the correlation between tax compliance and tax knowledge of small business owners is positive. Furthermore, results from this study aligns with the study of Aremu and Siyanbola (2021) which examined how tax education impact tax registration and tax filing of tax payer, and the results of the analysis revealed that tax education significantly improves taxpayer registration and timely tax return submission. Also, the results supports the findings of Ebimobowei and Doubara (2024) and Avisa and Muslimin (2024) that examined effect of tax payers’ tax awareness on voluntary tax compliance in Nigeria and how tax understanding affects MSMEs' tax compliance respectively, while results from their studies showed a strong and favorable correlation between informal sector operators' voluntary tax compliance and general tax awareness in Bayelsa State and tax understanding having positive effect on MSM Es’ tax compliance.
Finally, results from this study conforms to findings from Berlina et al., (2023) study that examined the impact of tax education on tax compliance among five ethnic groups across Indonesia and it revealed that tax education have positive and significant effect on tax compliance. The results from this study also showed support to findings from Oliver (2024), which investigated the effect of tax education on tax compliance of micro businesses in Cabuyao, and results the study showed that tax education have significant effect on tax compliance rate among the observed micro businesses.   
4. Conclusion and Recommendations
In Nigeria, particularly in Ondo State, Tax literacy gaps among MSMEs remains a persistent challenge, posing a significant barrier to achieving the level of tax yield needed to support public services and infrastructure development. This study sought to examine how tax literacy measured through tax management skills, tax planning strategy, and tax timing knowledge impacts tax yield. The findings revealed that all the three variables used in measuring tax literacy, significantly influences tax yield from MSMEs in Ondo State, Nigeria. Enhancing MSMEs tax management skills will empower many small business owners to build the capacity to manage their tax related responsibilities, such as maintaining accurate financial records and understanding how to file tax returns correctly. Also, effective tax planning strategy of MSMEs will enables businesses owners to align their operations with tax obligations in a proactive and organized manner.
 	Furthermore, many MSMEs default not out of defiance, but due to poor awareness of deadlines and submission procedures and having adequate tax timing knowledge will help curb the unnecessary late filling and payment of tax. It is therefore concluded that improving MSMEs' understanding and application of tax related knowledge will play a critical role in boosting government revenue through enhanced tax compliance by the MSMEs.
Based on this study's findings, it is recommended that deliberate efforts be made to enhance tax management skills among MSMEs. Government agencies and tax authorities should collaborate with business associations and non-governmental organizations to design and implement accessible training programs that focus on practical tax management skills, using both physical workshops and digital platforms to reach a broader audience.
Additionally, we recommend that government bodies, particularly at the state level, should promote awareness campaigns on the importance of tax planning, including how to legally reduce tax burdens and prepare for future tax liabilities. This could also include providing incentives such as tax credits or recognition for early and accurate filing to motivate MSMEs to take their planning responsibilities seriously.
Finally, improving tax timing knowledge among MSMEs is essential to ensuring timely tax payments and reducing administrative costs associated with enforcement. Tax authorities should intensify communication on tax deadlines using SMS alerts, emails, radio announcements, and community outreach especially in rural and semi-urban areas where digital penetration may be low.
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